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SUMMARY 


Rapidly increasing per unit wage costs and weak foreign demand 
have eroded Norway's export markets. Government programs 

to improve Norway's competitive position include no real 
growth in income in 1978 and a variety of credit tightening 
and fiscal measures. Despite an uncertain outlook however, 
opportunities exist for American business in Norway in 1978. 
Norwegian content should be emphasized if maximum advantage 

is to be taken of these opportunities. 





NORWAY - KEY ECONOMIC INDICATORS 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated. 


Exchange Rate: 
Estimate 
U.S.$1.00=NKr.5.30 1976 % Change 1977 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices (Millions) 27 ,969 15. 33,020 
GNP at Constant(1976)Prices(mi11) 30,404 ie 33,620 
Per Capita GNP, Current Prices 6,975 ; 8, 316 
Plant & Equipment Investment (mi11) 6,299 5 NA 
Personal Income (mill) 20,131 5. NA 
Indices: 

Industrial Production(1970=100) 128 at 136 

Av. Industrial Wage(1974=100) 120 P 157 
Labor Force (thousand) 1,599 ; 1,640 
Av.Unemployment Range (%) 1.0 -( 1.0 


MONEY AND PRICES 


Money Supply (mill) 8,227 
Bank of Norway discount rate(%) 6 
Indices: 
Consumer Prices(1974=100) 121.9 
Wholesale Price(1961=100) 207 
Retail Sales (1973=100) 116 


BALANCE OF PAYMENTS AND TRADE 


. 
ene 


Net Gold éFor [Ruch Reservea{i11) Sai Lgl FD 
External Public Debt(mill)1 1,036 1,804 
Annual Debt Service (mill) 58 129 
Balance of Payments (mill) -2,374 -3,820 
Balance of Trace (mill) -1,858 -3,050 
Exports, FOB (mill) 5,742 7,037 
U.S. Share (%) ak 4.6 
Imports,CIF (mill) ex.ships 9,013 10,459 
U.S. Share (%) Tie 6.5 
Main Imports from U.S. 
January-November 1977: Machinery & Transp Equipment 
Soybeans 
Grains 
Petroleum and Coal 
Chemicals 
Fruit and Vegetables 
Scientific and Tech.instruments 
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1), End of period figures 
2) End of 3rd quarter 


Source: Central Bureau of Statistics. 





I. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Belt-Tightening Announced 





Growing concern about the development of the Norwegian 
economy is now voiced in government as well as business circles. 
The counter-cyclical policies pursued by the government since 
1975 have succeeded in maintaining demand, and thus production 
and employment, but needed structural change has been delayed 
and public debt has increased substantially. Steeply rising 
labor costs have become particularly evident in recent months; 
combined with falling productivity and the appreciation of 
the Norwegian Krone, they have made labor cost per unit of 
production among the highest in the world. The consequent 
decline in the competitive position of industry coupled with 
weak demand in key trading partners has resulted in as much 
as a seven to eight percent reduction in volume in Norway's 
export market share over the last year. 


Recognizing the need to improve Norway's competitive position 
internationally, the government proposed a budget to the 
Storting (Parliament) last fall that set reduction of domestic 
cost/price pressures as its primary objective. To this end, 

a spring wage/income settlement was called for that would 
permit no rise in real disposable income; other measures 

to reduce consumer demand in 1978 were also proposed. Policies 
governing support for industry were revised to give greater 
emphasis to structural change rather than short-term survival 
for firms that are clearly no longer viable. 


The Federation of Norwegian Industries assumes that industrial 
production declined overall by 0.75 percent in 1977, and it 
projects no growth in manufacturing in 1978. In 1977 there 
were reductions in output of iron, steel, ferroalloys, paper 
and pulp, all of which are export industries. 


The employment situation in 1977 was unique in that the average 
unemployment rate in Norway was less than one percent. How- 
ever, about 115,000 workers were affected by measures to maintain 
employment (loans, guarantees, grants) -- more than a quarter 

of the total manpower in mining and manufacturing. The 

recent modifications in support policies will lead, we believe, 
to a small increase in unemployment. Without some increase 

in unemployment, wage adjustments at the plant level ("wage 
drift'') will probably increase real wage costs in 1978 regardless 
of the outcome of the spring wage/incomes agreement. 





Consumption Growth to be Curbed 


Real disposable income for wage and salary earners, farmers, 
and pensioners has increased sharply in recent years. Private 
saving has not risen correspondingly and consumer demand has 
accelerated. From a growth in consumer demand of about three 
percent in 1972 and 1973, the recorded rise reached an all- 
time high of 6.3 percent in 1976. It climbed by an additional 
five percent in 1977, according to preliminary data. (This 
figure appears essentially correct, as retail trade during 
the first 11 months of 1977 grew by five percent in real terms.) 
The continued rapid growth in consumer demand in 1977 has been 
to a substantial degree channeled into purchases of imported 
goods. 


In accordance with its economic program, the government has 
taken a series of steps lately to curb private consumption 
and induce savings. Banks and other credit institutions have 
been permitted more freedom to set interest rates, resulting 
in an upward adjustment of rates both on loans and deposits. 
The banks have also been advised by the government to reduce 
their outstanding loans for consumption purposes by 16 percent 
in 1978. ,Installment credit, which rose sharply in 1977, 


has been severely curtailed (particularly with respect to 
credit for new car purchases). New taxes have been imposed 
on travel, liquor, and pleasure boats and on engines and 
gasoline for such boats. 


It is too early to judge the effect of the newly-implemented 
measures to slow down the growth of private consumption. 
However, the government and the Federation of Norwegian 
Industries both project consumer demand to increase only by 
about three percent in 1978 in contrast to the higher growth 
of the last four years. 


Public consumption will also be trimmed. It is expected 
to increase five percent in 1978, compared with an estimated 
5.75 percent last year. 


Completion of Petroleum Projects Reduces Level of Capital 
Spending 


Gross investment is expected to decrease in 1978, after 
rising sharply during recent years -- by 10.7 percent in real 
terms in 1975, 12.1 percent in 1976, and an estimated 7.5 
percent in 1977. In this period, gross investment increased 
its share of the gross national product from 31 percent to 
38 percent. Three sectors of the economy experienced par- 





ticular growth: offshore petroleum, public administration, 

and the sector comprising power production, trade, and transporta- 
tion. Investment in these sectors is expected to be cut back 

in 1978, however, and no balancing is foreseen in other 

sectors' capital outlays. 


North Sea oil investment, which accounted for more than one- 
half of total investment in 1977 (but which has less direct 
impact on the domestic economy than other investments because 
a major part of the spending is for foreign goods and services) 
is expected to fall by 25 percent in 1978. In manufacturing, 
which is projected to spend about 10 percent less than in 

1977, the near completion of the Rafnes petrochemical complex 
will have a large impact. 


According to the most recent investment survey, total 1978 
Capital spending in manufacturing, hydroelectric power develop- 
ment, and mining (offshore oil included) will be about 1l 
percent less than in 1977. However, reduction of the tax 

on investments in manufacturing from 13 percent to 9 percent 
may encourage less of a cutback. 


Public investments increased sharply during the last few 

years, and rose seven percent in 1977. According to the 1978 
national budget, however, total public investment will 

be held to a four percent increase in 1978. A recent government 
decision to cut back the lending quota for State Municipal 

Banks for 1978 by 10 percent will reduce spending on municipal 
building projects to some extent. 


Building activity remained high through 1977 and total building 
starts were on the rise during the last months of the year 
following a weaker trend earlier in 1977. The 1978 national 
budget projects 40,000 new dwellings in 1978, about the same 

as in 1977. 


Rising Inventories 


Inventories in manufacturing trended up slightly during 
1977, but inventories of unsold goods for exports have built 
up nearly to the record level reached at the end of 1975. 
At the beginning of 1977, sales problems for ores and minerals 
pushed up stock figures. These stocks were reduced in the 
third quarter, but then inventories of metals rose significantly. 
According to the Paper Industry Economic Institute, stocks 
of paper and board at the end of October were greater by 





five percent, or 1.5 months' production, than one year earlier. 


The third quarter business cycle barometer of the Central 
Bureau of Statistics showed that little change was expected 
in manufacturers' stocks of products, while a further decline 
was foreseen in stocks of raw materials. 


The Bank of Norway introduced a loan agreement for financing 
extraordinary inventories in mid-1975, and government support 
of interest payments for financing of stocks was commenced 

in the winter of 1975/76. Both were temporary measures to 
avoid reduced production and lay-offs during an international 
recession which was expected to be short-lived. Because 

the expected upturn has been longer in coming and less vigorous 
than anticipated, the interest support arrangement has been 
prolonged. Industries presently covered are: pulp, paper, 
particleboard, iron, steel, ferroalloys, and ore production 
(with the exception of copper ore, which enjoys price supports). 


Prices and Costs Up; Wide Variations in Profits 


During the one-year period ending December 15, 1977, 
the cost of living index rose 9.1 percent, the same increase 
as in 1976. Hourly earnings of male industrial workers 
were 11.8 percent higher at the end of the third quarter than 
one year earlier. About six percentage points of the increase 
is estimated to have resulted from "wage drift." 


About one quarter of the 600 largest industrial companies 
operated at a deficit in 1977, according to an official 
survey. The amounts of the deficits were not recorded, but 
company annual accounts which are published in the beginning 
of the year show that many companies, particularly in mining, 
primary iron and metal processing, pulp and paper and other 
export industries suffered substantial losses in 1977. 
Industries not facing direct foreign competition, on the 
other hand, appear to have had record turnovers and profits 
because of rising internal demand. 


New Record Deficit on Current Account 


The high level of domestic demand and reduced competitive- 
ness of domestic goods in the domestic market contributed 
to a steep rise in imports in.1977. Total import value excluding 
ships rose 16.2 percent over 1976, or about 6.5 percent in 
real terms. Imports of consumer goods were rising through 
the first three quarters of 1977, but the rate of growth showed 





a gradual decline. Imports of capital goods increased at 

an accelerating rate during the first nine months of 1977. 
Sales of new passenger cars rose 14.3 percent in 1977, to an 
all-time high of 145,200 units. 


Exports of oil and gas from Norway's offshore fields increased 
only marginally in 1977 to about $1.3 billion, mainly because 
of production cutbacks in connection with the "Bravo" blowout 
in April and delays in opening the gas pipeline to Emden in 
Germany. In 1978, oil and gas exports are projected at $3.8 
billion. 


Government officials fear that other Norwegian merchandise 
exports will show little or no growth in 1978. 


High internal demand combined with weak foreign demand for 
Norwegian products resulted in a record deficit of $5.2 
billion in the 1977 balance of payments on current account. 
The deficit was financed by borrowing abroad: $1.5 billion 
by shipping companies, $2 billion by oil companies and $1.7 
billion by government and industry. The government has pro- 
jected a $3.0 billion deficit on current account in 1978. 


IIT. IMPLICATIONS FOR THE UNITED STATES 


For the time being, high labor costs, relatively high manufacturers' 
investment intentions, new offshore oil field development, 

and pollution control plans, all indicate continuing opportunity 

for American business in Norway despite the uncertain outlook 

above. 


To cut costs of Norwegian exports, the government is encouraging 
mergers and closer cooperation and rationalization in such 
industries as electronics and paper production. Long-term 

policy also calls for restructuring industry, such as shipbuilding, 
where economic prospects are poorest. European competition 

will be strong, but American suppliers should be able to provide 
much of the equipment and engineering for new industry and for 
streamlining the factories of manufacturers who must reduce 

labor costs. 


Embassy surveys point to good growth in Norwegian imports 

of products such as American process control instruments, 
communications equipment, and computers and peripheral equipment. 
Other business equipment, machine tools, building supplies 

and equipment, and pollution control equipment should also 

do well. 


Investment in oil field development will be of great importance 





with work commencing on Valhall/Hod and continuing investment 
in Frigg and Ekofisk. Building and equipping Statfjord B 
will be a billion dollar project alone. Exploration in North 
Sea blocks to be licensed in the spring of 1978 may lead 

to further projects. 


Any increase in unemployment will mean that in foreign bids 

to supply products and services to operations in which the 
government has an interest, bid prices may be secondary to 
Norwegian content in the final evaluation. In such cases 

it may be prudent to submit bids with options, one option 
minimizing costs, another option maximizing the use of Norwegian 
labor and materials, and possibly other options for other 

levels of Norwegian content. 


Present partnerships of American and Norwegian companies in 
0il field development set examples which other American 
companies might well observe, if they wish to operate in 
Norway. Government policy encourages such partnerships to 
broaden the nation's industrial competence and to strengthen 
Norwegian companies. 


Norwegian government policy calls also for Norwegian industry 
eventually to provide at least 40 percent of the goods and 
services required by the offshore 0il activity on the Norwegian 


shelf. The percentage presently supplied by Norwegian industry 
is far lower. The government now requires only that Norwegian 
goods and services be used where price, quality and delivery 
time are competitive, but increased unemployment will lead 

to greater "buy Norwegian"' pressure. Some American companies 
are protecting their position, however, by licensing their 
products for manufacture in Norway. 


Pollution control equipment, especially for water pollution, 

is another attractive area for licensing arrangements and 
continues to be of interest to Norwegian industry and govern- 
ment agencies concerned with improving standards of environmental 
quality. 


American automobiles, vans, and some other consumer goods 
of exceptional quality or appealing novelty are finding a 
market in Norway. However, Norway removed the last duties 
on most manufactured goods from the Common Market on July 
1, 1977, making competition even more difficult than before. 


Promotions of American foodstuffs have augured well for U.S. 
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exports to Norway of fruit, juices and nuts. A changing 
pattern of food consumption in Norway could also expand the 
market potential for convenience and speciality food prepara- 
tions. Licensing arrangements may be the best way to exploit 
these markets. 


Another opportunity area is consumer services. Norway is a 
"mature'' industrial economy with one of the highest per capita 
real income figures of any industrial country. Under these 
circumstances, demand for consumer services has increased 
sharply and will continue strong. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 














Printing and publishing 
developments were 
easy to follow. 
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But today, you need 


PRINTING AND 
PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 [] Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
within the United States or its possessions. to Superintendent of 
Send Subscription to: mepeneiatitl 


NAME -FIRST, LAST (_]_ Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS MAIL ORDER FORM TO: 
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STATE Government Printing Office 
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